This paper examines the effect of one form of board diversity on the incidence of receiving a 'strike' (i.e., receiving 25 percent or more 'no' votes) on the remuneration report by ASX companies in Australia. More specifically, the research hypothesises that there is a negative association between women presence on corporate boards and the likelihood of receiving a 'strike' on remuneration reports. Using the Financial Review Business Intelligence's remuneration report voting database, this study constructs a matched-pair sample of 314 strike firms and 314 control firms from 2011 to 2013. After controlling for other 'strike' related factors, the results suggest a significant association between the presence of at least one woman on the board and a lower incidence of receiving a 'strike'. This finding contributes to the research by showing that the presence of female directors is likely to enhance the monitoring function of the board and thus lower the likelihood of receiving a 'strike' on the remuneration report.
Introduction
The benefits of having women present on corporate boards have been well documented (see, for example, Bilimoria Erhardt et al. (2003) in their study of 127 large US companies find that female directors have a positive influence on the firms' financial performance, measured by return on assets and investment. A similar finding, but based on Spanish small and medium-size enterprises (SMEs), is reported in Martin-Ugedo and Minguez-Vera (2014). Higgs (2003) suggests that gender diversity improves board effectiveness, while Adams and Ferreira (2009) provide empirical evidence which shows that the presence of women on corporate boards has a significant impact on board governance (in the form of meeting attendance), and that CEO turnover is more sensitive to stock market performance in companies with more gender diverse boards.
The Australian Report of the Industry Task Force on Leadership and Management (Karpin, 1995) finds that a well-balanced board that includes women directors reduces the likelihood of corporate failure. Moreover, psychology and sociology literatures advocate that gender diversity in a group setting enhances group decision-making efficacy (Lee and Farh, 2004; Eisenhardt et al., 1997) . More specifically, the presence of women at board level may create group heterogeneity, and prior literature suggests that heterogeneous groups are more likely to generate a diverse set of solutions to tasks that may lead to higher quality decisions (Umans et al., 2008; Ely and Thomas, 2001 ; Jehn et al., 1999) . Cook and Glass (2011) investigate the relationship between the appointments of women to boards and shareholder value and find that the announcement of women into board position may lead to positive returns on shareholder value. In a recent US study, Abbott et al., (2012) find that the presence of women on corporate boards enhances the overall board's mental independence and monitoring function.
Despite these benefits, the percentage of female directors in Australian companies has been low. Adams and Ferreira, 2009 , amongst others), it is timely to investigate whether their presence has an effect on a recent Australian government initiative to curb excessive executive remuneration -the Corporations Amendment (Improving Accountability on Director and Executive Remuneration) Act 2011 (Remuneration Amendment Act, hereafter). The new legislation, widely referred to as the 'two strikes' rule, empowers shareholders to voice their concerns about excessive executive remuneration through dissent votes at the company's annual general meeting (AGM). If the company receives 25 percent or more dissent votes from shareholders on the remuneration report, it receives a 'strike', and two consecutive strikes (hence, 'two strikes') may potentially result in the board members being replaced (except the CEO).
As the issue of receiving dissent votes is related to shareholders' concerns on remuneration reports, gender diversity literature suggests that diverse boards are likely to deal better with these shareholders' concerns (see, for example, Biggins, 1999) . Thus, this study seeks to test the association between the presence of female directors and the likelihood of receiving a 'strike' on the remuneration report.
To achieve this research objective, the study uses a sample of 314 firms that received a 'strike' from years 2011 to 2013. Following Monem and Ng (2013) and Faghani et al., (2015) , the present study constructs a sample of control firms matched in terms of the Global Industry Classification Standard (GICS) using the economic sector classifications, operating revenue, and fiscal year-end for each sample year. Consistent with Abbott et al's (2012) recommendation on the treatment of case/control design, a conditional logistic regression analysis is used to test the hypothesis. Our finding suggests that woman's presence on corporate boards is associated with a lower incidence of receiving a 'strike' on the remuneration report.
Existing 'say on pay' literature has traditionally focused on the pay-performance link (Clarkson et al., 2011; Ferri and Maber, 2013; Monem and Ng, 2013) . This research contributes to the literature by showing that an observable measure of board diversity (i.e., the presence of women on corporate boards) is negatively associated with the likelihood of receiving a 'strike' on the remuneration report. The study is consistent with Abbott et al's (2012) assertion that the presence of women on corporate boards enhances mental independence and heterogeneity of a board. Thus, more diverse boards may facilitate communication and exchange of better solutions/outcomes that may not be available in homogeneous boards (Ely and Thomas, 2001 ). Our result is also aligned with Carter et al's (2003) finding which shows that diverse boards are more likely to be activist boards.
This study also contributes to the gender diversity literature. Unlike existing literature which focuses on the impact of female directors on firm financial performance and other related issues (See, for example, Carter et al., 2003; Erhardt et al., 2003; Abbot et al., 2012) , this study investigates the relationship between women on corporate boards and the likelihood of receiving a 'strike' on the remuneration report. The result of the study is consistent with prior studies which show that the presence of women on boards enhances shareholders' confidence on decision making ability of the board (Ryan and Haslam, 2005; Furtado and Rozeff, 1987) .
The remainder of the paper is organised as follows. The next section provides a brief background on the "two strikes" rule. Section 3 reviews relevant literature and develops the hypothesis of this study. Section 4 describes the research methodology. This is followed by the analysis of results in senction 5. A robustness check is presented in Section 6. Section 7 draws some conclusion from the study.
Background on the 'two strikes' rule
Executive remuneration has been a topic of considerable debate in recent years. A perceived inability of corporate boards to set executive compensation effectively has triggered governments of many advanced countries to undertake regulatory reforms in order to curb excessive executive pay (Chalmers et al., 2006 July 1 2004 . The Act requires listed companies to disclose to shareholders the details of directors' and executives' salaries and bonuses in a clearly identified and audited remuneration report. A non-binding shareholder vote on the remuneration report was also introduced. The non-binding nature of the shareholder approval means that a majority 'no' votes will not prohibit the directors from implementing the proposed remuneration policy outlined in the remuneration report. In other words, the votes under the legislation were simply 'advisory' only.
Following the onslaught of the recent global financial crisis, the Australian government introduced the Remuneration Amendment Act with a view to further improving the accountability of executive pay. Unlike the previous non-binding shareholder votes, this Act has specific and predictable outcomes (Monem and Ng, 2013) . Under the new legislation, if the company's remuneration report receives 25 percent or more 'no' votes from shareholders, the company will receive 'first strike', and the board is required in the subsequent remuneration report to explain how shareholder concerns are addressed. If during the following year, the company's remuneration report also receives 25 percent or more 'no' votes then the company will receive a 'second strike'. When a 'second strike' occurs, the shareholders will vote to decide whether all the directors (except the CEO) need to go through the reelection process. This latest reform aims at strengthening corporate governance in terms of how corporate boards set executives compensation and engage with shareholders (Productivity Commission, 2009).
Prior literature and hypothesis development
MacMillan (2012) suggests that the remuneration report should not create a conflict of interest among shareholders. Rather, a well-designed remuneration structure and its effective disclosure facilitate alignment of interest of shareholders. Since the 'twostrike rule' is a relatively new regulation, the literature in this area is scant. To the best of our knowledge, to date, the only empirical, archival study investigating the 'two strikes' rule and pay-performance link is Monem and Ng (2013) . In that study, the authors investigate whether the shareholders are judicious while exercising the power of dissent votes under the 'two-strike rule'. They find that the pay-performance link of 2011 (the first year in which the law became effective) 'strike' firms are not significantly and positively related to the stock returns, however, it improves in 2012. The authors conclude that the shareholders of 2011 'strike' firms may have become over-enthusiastic in their voting power, but exercise their power more judiciously in 2012.
An agency issue arises due to the association between receiving a 'strike' on the remuneration report and the shareholder dissatisfaction over directors' pay. Agency theory suggests that principals and agents have different self-interests to maximize their utility, thus creating an agency problem (Jensen and Meckling, 1976) . The agency perspective further argues that the board may undertake strategic decisions such as board restructuring (enhancing diversity) to minimise the agency cost and overcome the agency problem (Johnson et al., 1993) . While shareholders (principals) are profit oriented, prior literature often relates better financial performance of a firm as a symbol of a healthy agency relationship in the firm (Agarwal and Knoeber, 1996) . A large volume of gender diversity literature argues that companies would benefit from the presence of women on corporate boards (Huse and Solberg, 2006) . Within this rich literature, a substantial amount of gender diversity literature focuses on the association between the presence of women on boards and the firms' financial performance (Erhardt et While the presence of women on boards may not improve a firm's financial performance, Adams and Ferreira (2009) find that the presence of female directors enhances the monitoring and oversight role of the board. Abbott et al. (2012) argue that the presence of female directors enhances the board's ability to maintain an attitude of mental independence. In a study of 278 annual and 187 quarterly financial restatement in the US, Abbott et al., (2012) find that there is a significant association between the presence of female directors and a lower incidence of financial restatement. Based on prior literature, one may argue that the presence of female directors potentially reduces the agency problem.
In the pay to performance literature, Clarkson et al., (2011) find that increased shareholder oversight (through 'no' votes on the remuneration report under the non-binding shareholder voting regime) improves the pay-performance link, and makes the executives pay setting process more accountable. In a U.S. study, Adams and Ferreira (2009) find that the presence of female directors enhances the overall monitoring function of the board. Their result also shows that firms with more diverse boards offer their executives with more performance incentives -in the form of equity-based compensation.
With the enactment of the Remuneration Amendment Act, one can assume that companies which receive a 'strike' on their remuneration reports are because of their shareholders dissatisfaction over the executive compensation. The presence of women on boards enhances the oversight role of the board (Adams and Ferreira, 2009; Srinidhi et al., 2011; Abbott et al., 2012) and their presence is an essential ingredient in attaining and retaining shareholders' confidence and hence reducing agency problems (Ryan and Haslam, 2005) . The following hypothesis is developed:
There is a negative association between the incidence of receiving a 'strike' on the remuneration report and the presence of female directors.
Research methodology

Data
With the enactment of the Remuneration Amendment Act, a total of 111 firms received a first 'strike' in that year. Seven firms are excluded from the sample due to missing data. Thus, the remaining 104 firms that received a 'strike' in 2011 are included in this study. In 2012, a total of 122 firms received a 'strike'; however, due to missing information on company annual reports, 14 firms are excluded from the 2012 sample. The remaining 108 firms that received a 'strike' in 2012 are included in the final sample. In 2013, a total of 102 firms received a 'strike', making the total sample of 314 firms between 2011 and 2013. The 'strike' firm information is collected from the Financial Review Business Intelligence Remuneration Report Voting database. Sample firms' corporate governance information and financial data are extracted from the Connect4 and Morningstar databases. Any missing information is then hand collected from individual companies' annual reports. Table 1 shows the distribution of 'strike' firms and the presence of female directors from 2011 to 2013.
Of the total sample of 314 'strike' firms, 87 firms have at least one woman on the board (29 out of 104 or 28% in 2011, 27 out of 108 or 25% in 2012, and 31 out of 102 or 30% in 2013). Of this sample firms, 22 and 26 firms received a second 'strike' in 2012 and 2013 respectively. Among these second 'strike' firms, a total of 16 firms (eight each in 2012 and 2013) have at least one female director. Eleven firms (five in 2011, and six in 2012) appointed at least one woman on the board after receiving the first 'strike'. In 2012, two firms received a second 'strike' despite the presence of a woman on the board after the first 'strike'. Following Monem and Ng (2013), the present study incorporates a matched-pair design strategy. In this study, control firms are matched with 'strike' firms according to GICS industry group classification, operating revenue, and fiscal year-end. Monem and Ng (2013) argue that operating revenue is one of the important indicators of a healthy firm, and a key financial figure that investors and analysts rely on. Consistent with Monem and Ng (2013) , the same fiscal year-end is chosen because the firm may face a similar timeline to hold the AGM. Thus, the final sample comprises 628 firms (314 'strike' firms and 314 control firms). Table 2 shows the distribution of the 'strike' firms from 2011 to 2013 according to the GICS industry classification. Of the 314 'strike' firms, just over 50% came from the two GICS sectors: materials (103, or 32.8%) and energy (56, or 17.8%). Another 32.4% of the 'strike' firms are from industry sectors comprising industrial, consumer discretionary, and financial. The similar pattern is observed in all three sample years of the 'strike' firms. The concentration of 'strike' firms is similar to the sector composition of ASX listed companies. For example, the materials and energy sectors comprised 47% of the listed companies in the ASX (ASX, 2014). 
Models
This study develops a matched pair case/control dataset to investigate the association between female directors and the likelihood of receiving a 'strike' on the remuneration report from shareholders. In this instance, a conditional logistic regression model is adopted due to its appropriateness in matched pair case/control studies (Breslow and Day, 1987) . According to Greenland and Schwartzbaum (2000) , an unconditional (ordinary) logistic regression model is inappropriate in a matched pair case/control study because in a matched pair case/control dataset, the α is the effect of the pair effect, and the β is the effect of explanatory variables. Since there are only two observations in each pair, it is highly unlikely to be able to estimate the α without bias in an unconditional logistic regression. Thus, following Abbot et al.
(2012), this study uses the conditional logistic regression to compare 'strike' and control firms. The conditional regression equation is given below: where the dependent and independent variables are discussed below and summarized in Table 3 .
Consistent with prior research (Monem and Ng, 2013), the dependent variable, incidence of receiving a 'strike' is captured by a dichotomous variable '1' in the instance of 'strike' and '0' otherwise. The present study seeks to examine the association between the presence of women on boards and the incidence of firms receiving a 'strike', thus the independent variable is the presence of female directors, coded as '1' in instances of at least one woman on the board and '0' otherwise.
The study also controls for other 'strike' related factors, such as board size (BSIZE). Prior studies have shown that companies with a large board size are likely to have a diverse mix of expertise and experience of members (Hillman et al., 2007) . In contrast, Schultz et al., (2013) suggest that firms with smaller boards are likely to have lower executive payto-performance sensitivity, and are likely to engage in earnings management (Uwuigbe et al., 2014) . Board size is measured as an absolute number of a given board. Firm size (FSIZE) is another variable controlled for in this study. Monem and Ng (2013) find that smaller firms are more likely to receive a 'strike' on the remuneration report. This is due to the fact that larger firms are more likely to receive greater pressure from shareholders over the executive compensation issue (Adams and Ferreira, 2009). Consistent with prior studies, this study uses the natural logarithm of the total asset as a proxy for firm size (Monem and Ng, 2013) .
The third control variable specified is the percentage of non-executive (independent) directors on a given board (BINDP). According to ASX Corporate Governance Council (2014) , an independent director is "a non-executive director who is not a member of management and who is free of any business or other relationship that could materially interfere with…the independent exercise of their judgments" (pp. 16). Prior literature suggests that where companies have an independent board, they are likely to contribute positively towards the board's monitoring responsibilities (Anderson et al., 2004) . In this study, board independence is measured by calculating the proportion of non-executive directors from the total board members.
The presence of a remuneration committee (PREMU) is also a control variable in this study. It is assumed that companies with a remuneration committee are more likely to monitor their executive compensation. The presence of a remuneration committee is captured by '1' and '0' otherwise. Another control variable is the percentage of nonexecutive (independent) remuneration committee members (REMUIND). Cybinski and Windsor (2013) investigated the association between the independent remuneration committee and executive pay, and found that larger firms' independent remuneration committees were likely to link CEO pay with firm financial performance. In this study remuneration committee independence is measured by taking the proportion of independent directors on the remuneration committee. The next specified variable is the presence of at least one woman on the remuneration committee (PWDREMU). Gender diversity literature suggests that the presence of women in groups enhances their overall ability of collaborative decision-making (Lee and Farh, 2004 ). In this model, the presence of at least one woman in the remuneration committee is coded as '1' and '0' otherwise. Finally, prior research argues that CEO duality reduces board effectiveness (Beasley, 1996) . This study controlled for the CHAIRCEO duality by dichotomous variable '1' in instances where two positions are combined and '0' otherwise. Table 4 provides the mean, median, standard deviation, minimum, and maximum of the independent variables employed in this study. There is a significant difference between the 'strike' and control firms with regard to the presence of female director in the remuneration committee. Across the sample, on average, only 9 percent of the 'strike' firms have at least one woman in the remuneration committee, while control firms have an average of approximately 22.3 percent. The mean of chairman/CEO duality in the 'strike' firms is 23 percent, and approximately 19 percent in the control firms. The average size of firms receiving a 'strike' and the control firms is similar, being 17.7 and 17.6 (natural logarithm of total assets) respectively. These figures suggest that firms who receive a 'strike' are relatively small firms, which is consistent with the findings of the study conducted by Monem and Ng (2013) of 'strike' firms. It can be argued that 'strike' firms are smaller firms and less likely to have women on the board and therefore face relatively less pressure from shareholders to mimic other firms due to their lack of visibility. Table 5 provides the comparison of means, difference of means, and F-statistics with its p-values for 'strike' and control firms. The results suggest that control firms are more likely to have at least one female director than the 'strike' firms. This finding provides univariate support for our hypothesis. The mean difference of board size, board independence, presence of women on the remuneration committees and chairman/CEO duality are also significant. However, the mean difference of operating revenue and total assets provide an insignificant result, indicating the effectiveness of size matching procedures adopted in this study. *, **, *** Significant at p-levels of less than 0.10, 0.05, and 0.01, respectively. All variables are described in Table 3 , except REV and ASSET. REV is the total revenue of 'strike' and control firms in a given year. ASSET is the total assets of 'strike' and control firms in a given year. These figures are intended to show the efficacy of the matching process.
Analysis of results
Descriptive Analysis
Conditional logistic regression results and discussion
Consistent with prior research (see, for example, Abbott et al., 2012), this study employs a conditional logistic regression to analyse the matched pair case/control study design. The results from crosstabulation (Table 6 ) suggest that 72.3 percent of firms that receive a 'strike' have no women on the board. However, 27.7 percent of the 'strike' firms have at least one woman on the board. Moreover, 58.3 percent of the sample firms with at least one female director did not receive a 'strike'. Table 7 provides a strong support for our hypothesis that the presence of female directors lowers the incidence of receiving a 'strike' on the remuneration report. This finding is consistent with prior studies which suggest the presence of women on corporate boards enhances the overall monitoring function of the board (Adams and Ferreira, 2009 ). Our result is also consistent with the study of Rogelberg and Rumery (1996) which shows that the inclusion of even one women director in an all-male board is likely to improve the board's decision making process. Table 7 also shows a significant negative relationship between firms with larger boards and the incidence of receiving a 'strike'. This is consistent with Schultz et al's (2013) finding which shows that smaller boards are likely to have lower pay-toperformance sensitivity. Moreover, the results show a significant negative association between board independence and the presence of women on the board. This is consistent with the notion that independent boards are likely to enhance board's monitoring responsibilities (Anderson et al., 2004) . Moreover, the results provide significant support for remuneration committee independence and the presence of women in the remuneration committee in reducing the likelihood of receiving a 'strike'. This is consistent with prior literature which shows that the inclusion of women in small groups enhances group efficacy and are likely to produce better results (Eagly et al., 1992) .
Other control variable signs (positive or negative) in Table 7 are consistent with the expected signs given in Table 3 , except for firm size and presence of remuneration committee. The positive sign of firm size is due to the insignificant difference between the means of 'strike' and control firms. On the other hand, the positive sign of the presence of remuneration committee suggests that the existence of a remuneration committee may not reduce the incidence of 'strike', however, the independence of the remuneration committee and the presence of women in the remuneration committee are likely to minimise the incidence of a 'strike'. *, **, *** Significant at p-levels of less than 0.10, 0.05, and 0.01, respectively. PWD= Presence of women on board calculated as dichotomous variable '1' for presence of women and '0' otherwise, BSIZE=Board size is the number of board of board members, FSIZE=Firms size is the natural logarithm of total assets, BIND=Board independence variable is the proportion of non-executive members in a given board, PREMU= Presence of remuneration committee measured as dichotomous variable '1' for presence of remuneration committee and '0' otherwise, REMUIND= Remuneration committee independence is the proportion of non-executive members in a given remuneration committee, PWDREMU= Presence on women in remuneration committee is measured as a dichotomous variable '1' for presence of women in remuneration committee and '0' otherwise, CHAIRCEO= Chairman/CEO duality is measured as dichotomous variable '1' for chairman is also the CEO and '0' otherwise.
Robustness checks
In order to the check robustness of the results, firstly, the study uses different measures of independence of the board and independence of the remuneration committee. Instead of using a percentage of independence, the study uses dichotomous variables '0' and '1' if the proportion of independent board members and independent remuneration committee members is greater than 50 percent. However, the results indicate significant support for the presence of at least one woman on the board lowers the likelihood of receiving a 'strike' on the remuneration report. Secondly, the study employs the percentage of women (to capture the effect of multiple women) on the board instead of a dichotomous variable '0' and '1' for the presence of women on the board. The results provide significant support for our hypothesis.
Thirdly, the study uses two different models to avoid the multicollinearity problems of the presence of a remuneration committee and the independence of remuneration committee members. One model excludes the presence of the remuneration committee and the other model excludes the independence of the remuneration committee, with the remainder of the control variables remaining the same. The results from both models support our hypothesis. Lastly, the study includes some firm related characteristics in the model to check the robustness of the results. Variables such as financial leverage (measured as total debt to equity ratio) and BIG4 (if the firm is audited by the BIG 4) are included in the model, however, the results remain consistent, providing support for our hypothesis.
Conclusion
The present study investigates the relationship between one form of board diversity, that is, the presence of female directors, and the likelihood of receiving a 'strike' on the remuneration report from shareholders. The primary motivation of this study is drawn from Adams and Ferreira (2009) , suggesting that women on corporate boards enhance the board monitoring mechanism. Our study builds on prior studies which suggest that the inclusion of women on boards create heterogeneity and cohesiveness which facilitate communication and coordination and thus improve group decision making process. Our results provide support that when women are present on boards, companies are better able to deal with shareholder concerns, hence, bridging the gap between shareholders and directors by upholding shareholders confidence.
The study developed a matched-pair sample of the 'strike' and control firms, matched by GICS industry classification, total revenue, and same fiscal year-end since the inception of the 'two-strike' rule in 2011 to 2013. By employing the conditional logistic regression on the matched-pair 'strike'/control sample, the study finds a significant association between the presence of women on boards and the likelihood of receiving a 'strike' on the remuneration report. The results are consistent with prior studies which show that the inclusion of female directors improves board monitoring function and thus enhances shareholder confidence. The relative frequency of presence of women on board in the sample firms reveals that approximately 72 percent of the 'strike' firms and 42 percent of the control firms did not include a single woman on their boards.
Since the inclusion of gender diversity recommendations in the ASX Corporate Governance Principles and Recommendations in 2010, there has been a significant increase in women joining corporate boards. However, due to their smaller size and the lack of visibility, many of these firms do not comply with the corporate governance recommendation. Moreover, the results suggests that the presence of a remuneration committee does not necessarily reduce the incidence of strike, however, the independence of the remuneration committee and the presence of women in the remuneration committee may reduce the likelihood of receiving a 'strike'. Since most of the 'strike' firms are small in size, this is an important area that smaller firms may wish to address in order to enhance shareholder confidence and thus lower the incidence of a 'strike' on the remuneration report.
The study contributes to the gender diversity literature in two ways. Firstly, this is probably the first study that goes beyond traditional studies that examines the impact of female directors on firm performance by investigating the impact of the presence of women on boards on agency problem (aligning the interest of shareholders and directors of a firm). Secondly, the present study is unique in terms of the sample selection. Since, most of the firms receiving a 'strike' on the remuneration report are smaller firms, consistent with the institutional perspective, these firms are less likely to face external pressure to enhance gender diversity at the board level. This argument mitigates the concern of women being a 'token', thus providing a distinctive platform to examine the impact of the presence of women on boards on the governance mechanism of the board.
The findings of our study need to be interpreted with care. Like most empirical studies, our study is subject to a number of limitations. One of the potential limitations of this study is that it does not provide any direct evidence as to whether female directors significantly change the governance function of the board. There may be other potential variables that signify the relationship between the presence of women on boards and the likelihood of receiving a 'strike' on the remuneration report but were omitted from our study. Since this study provides only one aspect of board diversity that may influence the incidence of receiving a 'strike' on the remuneration report, other studies with more explanatory variables may provide further evidence in this area. Moreover, other studies may consider investigating firm characteristics and the likelihood of receiving a 'strike' on the remuneration report. Nonetheless, the present study provides some initial evidence that the presence of women on boards is likely to enhance the board monitoring function and thus lower the likelihood of receiving a 'strike' on the remuneration report.
